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AB:STRACT \ .

Fdnding the renovetien of older campus buildinge
‘fits into the broader context of capital renewal and
replacement of all facilities that includes not only
bulldlngs, but grounds, utilities, .and equipment. An older
building selected for renovation because of the de51re to
.conlnue the use of a hlstorlc structure, or one with
1mportance_for the institutional contlnulty; must be;
.coordinated with overall facilities managemeht goals. _Thus,
the funding and flnanc1ng of an older campus bulldlng
“becomes part of a broad 1nst1tutlonal pollcy for

-maintenance{ and renewal and replacement.

After-all the fdnds have -been wrdng out of
unrestricted gifts, -endowment incdme ahd tr@nsfers from
auxiliary.enterprises, and after the endowment and plant
_funds'have been-draided.of any reserves, there are normally
four sources left avaiiable‘to fUnd:capital renewal and,

replacement: the operating budget, external sources,

‘converting assets and innovative techniques.
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Funding the renovation of older campus buiidingS’
fits'into thg broader context of.Capital renewal and
réplacement of all facilities that includes not only
buildings, but grounds, utilities, and equipment.' Anvolder
buildinggéélected'fof renovation because of the deéire'to
coninue the use of a historic strdéture, or one with
_importahce for the institutional coﬁtinui;y, must be
coordinated with overall-facilities management goals. Thus,
tﬁe fuhding and financing of anrolder cahéus buildiné
becomes part of a broad institutional policy for

maintenance, and renewal and replacement."

Aftef“all the funds have been wrung out of
unrestricted gifts, endowment income and transfers from
auxiliary enterpriseé, and afﬁer ﬁhe endowment and plant
funds have been drained,of any reserves,. there are normélly

¢ -

four sources left available to”fupd.capital renewal and

’

replacement: the opératipg budget, external sources,

converting assets and innovative techniques.

Statéd;SQCC&ﬁctly, this means managing the current .
fund for gredtesﬁ effectiveness, ;eexamihing current assets,
and raising money from gifts, grants, long term finanbing,'
and:new strategies.‘ | - |

¥

These sources may already be under siege to meet

operating needs, to pay off unwise ventures in capital
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o . construction, or other unfunded debts. Certainly, in a time
when tuition increases of 10 to 15.percent in the
independent sector axe common, and publlc systems of higher -

.educatlon have ‘'seen no budget 1ncreases for two or three
yedrs - representlng a net reductlon due to inflation of 15
to. 20 percent -- 1t is expected that the operatlng budget,
available convertible assets, and external sources already-

have been heavily tapped to maintaln financial stability.

’

With institutions hard pressed to maintain
balanced operating'budqets;}the traditicnal recourse is to
turn to raising funds from external sources for capital
1mprovements. However, it is urged that colleges and

'unlver51t1es first turn inwaids to operating funds before
exploring other sources. An overall approach to renewal and

- replacement based cn.on—going fundinglcf capital needs
.reqnires a range of 1.5 to .3 percent of annuar cperating '
budgets to be -set aside for capital renewal "and replacement

| This allocatlon is based on estimates of the depletlon of

total plant replacement value occurrlng annually

Introducing an annual level of renewal and

replacement funding as a new item in the operating budget

requires fresh sources cf funding. Because current funds
represent the most readily availablevsourCe of funding
capital renewal and replacement they will be glven flrrt
attention, followed by an examlnatlon of other fundlng

sources.

rt
)




Managing for Performance

»To meet its potential as a source for fﬁnding
capital renewal and répiacement projects, current funds
require managing. of course,'this is assumed by'governing
boards as being riéorouSly addressed to:restrain tuition

increases and provide adequate,staft compensation.

Unfortunatelé; £he budgeting practices in'highef
education generally limits managing to securing compromises
between different éompeting demands and adjusting revenues
and expenditures.on an incremental basis. The result is aﬁ
ongoing_struggle to maintain a balanced budget or to ;
minimize.deficits. In this climate,ﬁréserves to repaif |
facilitiéé AQ';eplacé equipment are often férgaken to
control césts. | |

Managing current funds requires a broad based
approach to generate sources of funds for capital'fenewal
and repiacemént from operating budgets. This approach
begins with managing higher éducation institutions for their
own fqnctions,.missions'and'objectives; folloWed by -
identifying opportunities .for increasing revenues and
controlling expenditﬁres, It is a tough-minded task, not
for the weak at heart, nor for those who want to be révered
at faculty social events. . It must be inspired by the
géverning bbard and the chief executive officer and |

transmitted to senior academic and business officers -- all.
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with a broad perspective of institutional needs -- and onto
all administrators responsible for managing the institutions

fiscal, human and physical assets.

Managing requires\setting pridrities and closely
scrutinizing those activities that contribute to the'
performance of an institution. By applying this discipline
‘to the budgeting of current funds potehtial sources for
capital renewal and replacement cah/be identified ahd
establishéd as an anhual budget line. The procéss examines
revenue and expenditure allodationa for strate ies~to '

increase revenues and control expenditures. Sinple

generalizatiohs of "increase tuition" a
across—the—board" certainly can do the/ trick but are so
short51ghted that they have to be viewed as a last resort,
one that is the antithesis of managlng for performance.
Furthermore, revenue and expendlture of 1nst1tut10ns vary.
greatly in composition by srze,'m1551on, and sector of
support. - These rariances'dictate specific strategies'
formulated to address different institutional

L

characteristics.

1t
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PART ONE

Current Funds; Revenues

For purposes of formulating strategies for renewal

and replacement funding,. current fund revenues can be

organized into three groups: (1) tuition and fees; (2)
external sources =-- government, private gifts, and endowment
income; and (3) sales and services of educational or

auxiliary operations.

Tuition and Fees. Although independent sector institutions

vary in their-dependency on tuition by level, it is two to

:

three times the reVenue source as a percentage of total -
income as in the public sector. Thus, modest proportional

tuition increases in the independent sector have a much

‘greater impact‘oh increasing potential funds for capital

renewal and replacement than in the public sector.

Fér the independent institution, these
unrestricted funds are increased at the discretion of
governing boafds. Public institution tuitions are set by
legislativé review. For one there is the silent actions 6f'
the student market, for the other.there is a vocal political
response. Both sectors can benefit by closely e#amining
tuition and fees to”assure that they are realistically
meeting costs. A growing practice is the differentiating of
high cost academic programs with special surchafges for

tuition and fees where justified.

8
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.- Thé "ruition-driven" nature of higner education
has different implications for public and independent
institution revenues in an era of pfojected deélining
enrollments.  while private institutinnéiface the loss of
tuition and fees due to.fewer students, énblic institutions
face the double jeopardy of the decline in enrollmenﬁs, and
the reduction'of state appropriations, eépecially in those
stateﬁ_employing.enrollment—driven funding fo;ﬁulas. A.

‘;evenue oriented solution to i:.crease tuition.and fees for
enrolled studenté,cannot ignore the degree of student
sensitivity to chéngeé in® tuition where tuitions and fees at
indeﬁendent institutions charges average four times that of
public’institutions. In the final anaiysis, inc;eésing |
revenues by raising tuiﬁion and fees is constrained by
market resistance, polditical pressures and the reality of
national econonig conditions.

L

External Sources. The major revenue source offsetting the .

gap between tuition and operating costs is a mix of
government appropriations, qnants and contracts, gifts and
_éndowmenf incéme.' These external sources of funding vary
widely butween the pubkxlic and independent sectnr and by.
level of institution; approximately 65 percent for the

‘public sector and. 31 percent for the independent sector.

Public sector universities are heavily dependent

: -
upon federal, government apptopriations, grants, and

)




revenue sources. ~Both sectors, need to take aggressive

XU

contracts. Independent sector universities are also

dependent’upon these sources'but from one-half to one-fourth
their counterparts in the public sector. Government i
subs&dized student aiq.is not~usually recognized as an
"éxternaih source, but the importance of }ts contyribution
adds to the overall dependency of both'sectors on government
policies. 'Further reductions of federal research grants and
contracts will have a damaging effect on revenues, anng
with the negative impact of decreases in’any of the

federally supported student aid progfams of loans, grants

and work study aid.

State governments play a significant role in
supporting public'highef education and, to a lesser degree,
independent institutions. Either by direct appropriations

or indirect subsidies, grants to students, program support |

or construction financing, state legislatures are important

positions on policy decisions concerning levels of state
assistance, the form in which that assistance will be
delivered, and how that assistance will be coordinated with

federal programs. Concentrated lobbying efforts by

individual institutions and higher education associations to
sustain current levels or introduce new government sources

of revenues is vital for all institutions in both sectors.

10
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o Private gifts and endowment funds contributed

I

$4‘billion in 1981 to current fund revenues of higher
éducation, and additional amounts to plant funds for capital
construction. .independent institutions derived more than
fourteen per cent of their revenues from these. sources;
public.institutions almost five percent. A significaht
growth has.been seen in recent years as institutions
concentrate their efforts on iﬁcreasing.theif revenues, The
unrestricted pértions are particularly attractive for

renewal and replacement funding because of institutional

flexibility in allocating these. funds.

Generating capital renewal énd replacement-fhnds
. by shifting'previously solicited gifts and'unrestricted
endowment for capigal construction to renewal and
replacemeht has been successfully accomplished by several
institutions. This transferral will compete with the need
to support current operations for instruction, research and
3 . " public service. Howevery independent insti%;fions have

already used this strategy to offset declines in governmept

support and have seen some encouraging results.

In the public sector, the modest level of
contributions from private gifts and endowments to current’
fund revenue should not discourage efforts to introduce

steps to increase these sources. Development efforts should

be initiated or expanded among alumni, corporations and




foundations to generate funds from these sources to support

current funds and offset dgmands on the operiting budget for,

capital renewal and replacement.

Sales and Services. Educatiomal activities and auxiliary

entefprises sell goods and services to faculty, staff,

\

students and Ehe public. Revenués include funds which are
incidental to instéuction} researgh and public service with
contributions to current fund revénues varying by type and
contro£.of institution. Educational activities contribute

more to independent'universities than to public inztitutions

at the same level; auxiliary enterprises are comparatively

close as a revenue source for each level of .dinstitution by

_ \ )
sector. ’

These activities are usually supervised, that is,
not managed for effectiveness and full recovery of costs.
They are viewed as a service and are often a subsidized part
of an institution's operations. Sometimes profitable and at
other times requiring sﬁbsidies, educational activities and
auxiliary enterprises are mixtures of moments of insbiration
“and implied obligations to faculty, staff, sﬁudents and the
public. Added is a meaéure of tradition. In some cases
they are necessar; services and in other cases, luxuries.

By éséessing general administrative costs -- the overhead --
and setting of fees and charges to recover full costs, fresh

revenues can be generated for all levels of institutions in

N




T ", Page 11
N . , . . ' °

[

both sectors.- Furthermore, each activity should be ; '

~evaluated for their appropriate contribution to the
inatitution; some activities may be better terminated and
new activities started where opportunities‘exiSt.
) R (’h . / .\

1
4 o !

.
- The following are suggestions for evaluating

educatlonal and aux111ary act1v1t1es.» . (1) Are the

act1v1t1es eesentlal to the purpose of the 1n°L1tut1on7 (2) .

I

© Are’ full costs being recovered? (3) W111 increases or
" reductions in capitai'or operatiﬁg expenditures be cost
reffective? (4) Are.the act1v1t1es appropriate to the

non-profit and tax-exempt statu; within local jurlsdlctlons7 S

a ' s
, .

b

Current Funds® Exgendifures.

The petential for reducing current fund
expenditures to free up resdurces for renewal and
replacement is guided by the labor 1nten51ve nature of
higher- educatlon and ?ermanency of phy51cal plants.
r\Approx1mately 73 perc?nt of total eXpendltures for the
average institution ake for personnel compensatlon."The

remalnder is for contracted services, supplies, equipment

and utilities. 7

. 2 | |
The delicate, least—preferable task of‘reduCing

overall personnel compensatlon by either salary adjustments

or actual reductlons in staff has obv1ous benefits.

Ll

VReductions in personnel-are being introduced at campuses

13 -

o N B R
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across the country as a_response to fiscal exigencies but
these measures are being done to balance budgets.or minimize
deficitsf not build reserves for capital renewal and
replacement. The scaling back of equipment purchases,
contracked services, and utility costs by energy

conservation are also aimed at offsetting fiscal crises.

Rather than look into the functional categofies of
expenditures;, (e.g., instruction, research, public service, |
etc.) for opportunities to generate cost reductions as a
potential source }qr capital renewal and replacement funds,
.a more revealing analysis is provided by examiniﬁg object
categories of expenditures and their recent trends. Changes
in the categories of éxpenditures from 1972 %o 1982
highlight the possible effects of controlling expenditures
aﬁd also illustrate the importance of non-personnel
expenditure reductions. 1In a period when costé of
conéracted services, supp;iés and equipment increased an
aggregate 164 pefcenf (utilities increased 38£ percent),
compared to 102 percen£ for personnel compensation,
effective managing for performange can yield immediate
benefits of significant value. Investments for energy
conservation which héve rapid pay—baék periods can be
justified eveh\}f borrowing is required, for example.

Reducing_expenditures is also guided by the basic

approach of decisive action which can most effectively show

14



Page 13

returns. Energies exerted in agonizing over salaries and
personnel reductions should be shifted to areas where
efféctive managing for performance will yield immediate

" results in reductions of expenditures.

Because colleges‘and universi;ies have been
adjusting to the cost~income squeeé; since the early 1970's
the limited fiexibility in most institutional budgets cannot-
be overlooked. 'Many institutions have already reducea then.
size of. their operations, réallbcated resources internally
and retrenéhed facult; and programs to éh;ink the budget
base. In fact, the rgduction"in expenditures in higher
education to offset worsening financial conditions in the °

past decade has been done;, and at the expense of staff

compensation and deferred maintenance, despite reports of

\J

"balanced budgets."

Minter and Bowen, in their recent studies of the
fiscal conditions of public1 and independ'ent2 sectors of -

higher education, point out that the deferral of maintenance

1 Minter, W. John and Bowen, Howard R. Preserving'
America's Investment in Human Capital: A Study of
Public Higher Education. - Washington: American Assoc.
of Community and Junior Colleges, et. al., September,
1980. : . ‘

2

-, Independent Highef Education:1980.
Washington: National Institute of Independent Colleges
and Universities, 1980. !
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of physical and financial asséts represents ah "inexorable
using up of capital." Adding to this grim picture are the
trends of increases of operating césts for fixed assets, and
the depletion of existing reserves and quasi;endowment to be
used fOf current op;rétions - all at the very time that the

urgent need for capital renewal and replacement is

occurring.

o
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PART TWO - OTHER SOURCES -

Foundatlons, Corgoratlons and Ind1V1dual Donors3

Raising funds for construction is a tlme—honored
responsibility'greeting_eVery new college president sirce

the "“founding of higher eduCatlon in America. It is a unique

characteristic of a system that has created a portfolio of

.plant assets valued in 1982 at $2.3 billion. Traditionally,

supplicating college presidents seeking financial

‘contributions wore a path to the doors of corporatlons,

fOundatlons, leglslatarev and 1nd1v1dual donors. With the

federal government fuellng the expansion of hlgher education

in the '1950's-college pre31dents relaxed 1n thelr pursuit of

donorsi The trustee's maxim of "give 1t or get 'it" fell

llnto disuse as institutions relaxed in relatlve affluence,

shlftlng thelr attention to partlclpatory governance and

social issues.

.

*

The fiscal crises surfacing in the 1670's, the

loss of public'confidence in higher education, and the.

_reduction of federal support drastically altered the

‘ e L3
situation, Major fund raising campaigns were hastily

P

See also - Michael D. Richards and Gerald R. Sheratt.

Institutional Advancement in Hard Times, ERIC Report

No. 2, 1981. American Association of Higher Educatlon,
) Washlngton, D.C. 1981

17
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created with unrealistic goals and weakly defined

objectives. Initially designed to gain support fou

V. pperating budgets, these campaigns were expanded to include

' endowmenﬁﬁand capital construction projects. - Fund-raising

efforts rarely included a componenf-for'renewal and

replacement of existing facilities,

A reappraiéal'of these activities is now bringing

. together afcodrdinated program of institutional advancement.

Includgg uhder the umbrella of Institutional Relations are
aluani relations, fund raisingw gbvernmental relations,
public rélations! and internal and-externalvcommun;cations.
Tﬁe role of‘Institutional'Relatiohs is ﬁo unify-the_col{ege
or university's task of gaining support for all its:
endéavors. More ephemefal thén traditional-fund_raising,
these_éctivities are difficult to define andraqhievements
are elusive to méasure. However, the main purpose is
portraying an instifution to its constituenqies and gainiﬁg
confidence in its mission,”wﬁile simultaneously developing

A

financial support;
Fﬁnd raising.for renewal and replacement_reqﬁires
special strategies to aépeal_to different constituencies.
Key gifts from corporatio?s, foundations and ihdividual
donors feéuire buttressing with mass appeals to trustees,
facdity, staff, students, alumni, parent donors, government

officials and other_donof grousz A presentation with

18
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rendérings, floor plans and a list of naming opportunities
iis the traditional method for approaching'donors for a ney
bujlding. The challenge is presenting the ennancement of
academlc or support through programs of renewal and
"replacement projects W1th the same techniques and excitement
of new building fund campaigns.

One strategy for raising renewal-and replacement
funds incorporates priority.projects into a single category
as "building renovations" in a major fund campaign. In'the
appeal to donors renovations are equated to 1ncreas1ng |
endowments and scholarship funds, and new capltal construc-

tion. Individual prOJects are listed and graphlcally

presented 1n the same style as a new bulldlng and placed

.alongside other fund-ra1s1ng goals. This approach offers
the same sense of importance to renewal and replacement as
strengthening the academic enterprisehand long term fiscal

% - .
health of the institution.:

A benefit of this technique is the -combination of
renovation needs with other campalgn activities.. Organiza-

tional efforts can be pooled w1th staff and trustees

coordinated_tOWardsla common goal. As potential donors.are
reviewed, a selection of assignments for staff and trustees
can be made'taking the best advantage of each contact.
There has been a growth in thls type of approach by
ron-profit institutions, 1nclud1ng higher education.

?
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'; ' - | Another strategy creates a campaign solely forl
renewal and replacement. Ind1v1dual.pr03ects are identified
and a. special area of interest in college affairs sogght for
foundations, corporations, alumni, or individuai donors.
This approach has been successful in the past in gaining
"endowed chairs and scholarships.fp; a diecipline with a
'R;a unique appeal to donors. Similiarly,'renovations of an
entire building converting its use or modernlzlng outdated
equlpment can appeal to donors by matchlng interests Wlth
“glft opportunities. By working 301ntly with -trustees and
academic 1eadefs a deveIOpment staif should be able to
_identify sources whose cateers and businesses inQite\

themselves to well-prepared approaches for funds.

The following is a checklist of steps for -
deyeloping a renewal and rep;acement funding campaign:

‘A list of priority projects agreed upon byy central

«

A

inistration - o \ S ' v

‘Review by academic éepartments'and-development'staff
for categories of potential donors |
*Review and approval by govefning board

'Preparatioh oflcampaign-for presentation to alumni,

corporations, foundations,,and friends
Use of either strategy.- the consolidated fund

drive or individwal projects - requires a thoroughly

prepared list of projects specifying. the conditions to be

20
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'improved. " Benefits to a Speciéi‘academic program,ﬁfacultyq
or student-sdpporﬁ.programs should be identifiea fof a donor
who will find the'need attractive. If there is support
proposed for a di§tinguished academic department,_the record
of accomplishments and proposed future activities may find
an unexpected response from évtrustee, aiumni or friend of

tne institution.A Where cost benefits will result from a

project the pay-back period or operating economies should be

'sbelledfout.

It is encouraging that foundations rare now showing
interestAinAproposalsﬁfo: renovatiqn as aAtdol to cohtqin
operating costs as an alterna£ive to plant additions.
Recognizing that étable or declining enrollments will reduce
the need for new buildings and that renovations will
strengthen existiﬁg~prpgrams and support services portrays

realistic institutional stewardship;

Capturing the imagination of potential donors
requires thdroughness in prOpoSal preparation. At the core
of the proposal is a clear épatement of the activity :
benefitting fr@m avgiftg By reviewing the.list of érqjects
.wigh aqademip departments the development staff can prepare
a tentative list of donors. The appeal to the donor mﬁst
emphasize that an essential program, whether teaéhing,
research, or ﬁommunity sérvice, will be enhanced by the

proposed renovation work. Reluctance to seek funds for a

LY
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roof replacemenf or leaking plumbiné in a chemistry building -
can be reshaped by_highlighting.the importance to |
umdergraduate teaching or the need to_smétain research
actimities. The message must be clearly deliverea.
Restoring'facilrties and équipment fqr programs essential to
rhe institution are just as important as providing improved

space for new programs.,

The role o& trustee leadership in the difficult’

area of renewal and replacement fund raising is especially

important; If a program‘of renaewal and replacement doesn't
.fex1st then the board member should ask why not. This

_questlonlng can start the process of an 1nventory of
condltlons and deflnltlon of prlorlty progects and produce a
well detailed campaign program. By reviewing and approving
a list oprrojecfé the governing boards are better prepared

- to lendlfheir knowledge, experiehce, and their personal’

" support. The trustee who can introduée a college president
orldévelopment officer to a potential donor leads the way
with their person&l contact, good.will,.and possibly their
own gift. |

With a lisgiof projects in hand, the‘governing
board éhd'administrators-can decide wﬁat campaign approach

1

to adopt. An intensive two or three day retreat to

"bralnstorm“ campaign strategles has been a successful

method to gain trustee involvement. An informal setting
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away from'campus provides an environment conducive for
-:creative thinking. Imaginative presentations, delivered
enthusiastically.and illustrated with pfofessionally'
prepared visual material, benefits‘the trustees and senior
administrators who must be_convinced of the urgency of
renewal and replacement funding before.fhey contribute their
support and energies. The first hand inspection of
facilities is perhabs the most,persuasive method to gain
interest even though it may alarm trustees or a potential

donor of a calamitous situation.

A board of v131tors or adv1sory council to an
academlc program or support program already in ex1stence can
be strong champion of a need to merove fa0111t1es. Through

v

the -enthusiastic participation of a dean or 1nterested
trustee an ex1st1ng coun01l, or one newly formed, prov1ées a
core of campaign members for renewal and replacement fund

. raising.’ Stadiums and field houses have special appeal to
one audlence' law, bu51ne°s, architecture and other
profe351onal schools appeal to different const1tuenc1es.
The role of leadership is a familiar one for athletic
directors but may be a new one for academicians. Howe&er,
an articulate dean dedicated to their academic discipline

makes an impressive advocate for renewal ‘and replacement

- funding.

23
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: ‘A source for augmenting trustees and campus fund
. o | .
raisers is well informed volunteer support groups.

|
Iﬁlustrious alumni, including scholars, athletes and movie
| ' ' .
stars welcome’invitations to lead campaigns, if only asked.

/

| Attraé%ively packaging projects-is the staff's job; the

'
]

J

|

%campaign committee must be willing and committed to achieve

.their goal. ' Con$ulting available references on the

;" interests and activities of foundations and corporations is

necessary before wasting staff time and alienating a
possible source for a future solicitation. ‘Criteria should
be examined beforehand, the presentation clear and concise,

and staff well-informed on the proposal to answer guestions.

A frequently used strategy is to bring representa-

tives of foundations, corporations, or individual donors to

-
v ®

the campus to view cbnditions,-especially when they have
been identified with a special area of interest. One
Eastern women's college began the development of a new - *

[ 4

campus through a family's gratitude for the education of

" their handicapped daughter. Another college recently.raised'

over $4 million from an alumni donor for the conversion of

an existing building into a new computing center. In these

-~

and other cases of renewal and :replacement gifts the college
president, trustees and developmént officers were well
prepared with facts and figures. The approaches were
successful because persqnal tieé were forged between the

o

donor and the future of the institution.

*
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. ‘The same tecnnique is viable for foundations and
corporations, and government officials.. Representing
renewal and replacement as vital to the future of an
1nst1tutlon requires thorough documentatlon, well-prepared
fund ra1sers, and the indication oﬁ.an area of interest that
benefits the donor.

X

'/ A current success story is the gaining momentum of

| partnerships bet“en business and higher education resulting
in massive investments in buildings and eguipment.
\Industry-supported'academi%'research is peing projected'for
b 7 substantlal 1ncreases in thz 1980's to narrow the gap
between basic ahd applled'research Those colleges and
unlvers1t1es taking advantage of their strengths by ‘seeking
corporate sponsored research Wlll flnd a rewarding response.h
An example is the major gifts of computer and genetlc |
engineering corptratlons to colleges and unlver51t1es to
advance thelr self 1nterests, but on terms that preserve

academic ‘freedom.

The following . is a summary of suggestions for

soiiciting gifts from foundations, corporations and

individual donors.

W

S

(W
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©

Presentations. Projects clearly defined and ' T

supported by iraginative presentations of slides,
videotapes, or film. Reports with plans,
renderings and oost\estimates; Tours of existing
conditions'accompanied by technical staff.

Packaging. Identifying prqjects-with special

iftcrest to trustees, alumni and general public.

Buildinas, grounds and equiphent renewal and o S
replacément tied to the activities of.a potentiaLA
donor, |
‘Trustees. Leadership of trustees by personal
giving. ?ersohal'Contacts and sﬁoff introduction
to fogndations, corporations, and individual o
donors. Guidance. Ln proposals to 1ndustry in
similar bpSJnessea. Participation in forming o
"alumni and friends into CouncilsAQith.shared

interests in specific programs,

Adv1soryVCounc1ls.. Groups of alumni and friends

‘'with a special - 1nterest formed around the

enthusiastic leadership of trustees, faculty and
staff. Boards of Visitors with quarterly or
semi—annual campus meeting or nearby metropolitan
centers introduces members to campus needs and
offers part1C1patlon in academlc activities. The
tasks-of adv1sory cou501ls must be dlrecfed to a”

" specific goal and aveid conflicts with other

fundiﬁg programs.

&
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[

Targeted Sources. Foundations, corporations or

. e o B . ’ '
individual donors with special areas of interest

~should be identified to match a specific prpject.

'Screening of possibilities i$ a staff function

with.assistance of trustee consultation.

Economic -Development, Applied research for local

and regional indus;ries as a‘catalyStnfor economic
‘ . J . .
development. Special training programs for local .
: . . . . A . .
residents ds a source of.qna}ified‘eﬂoloyees.
Partnership'with indusrry in sponsorind academic

programs fostering corpeoratioen and institutional

goals,

‘The Mas51ve federal and state government support

for hlgher education in the halcyon days has decllned

although funds are Stlll available., Expertise in

)oategorical'programo and diligent reviews of the Federal

Reglstpr can uncover SOources 01 fundlng for renewal and’

replacemen+ Energy Conservation Grants and” Hou51ng Loans

are two programs Wthh are Stlll belng funded, proposals for

N

employment leglslatlon may produce new streams of funds for

‘higher education's renewal and replacement needs.

v
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Lobbying efforts at the federal and state.levelA
for special proujects have rewarded several major
insti(utions._ This technique'targets elected |
representatives who can'introduce legislation and steer a
project through.legislative committees. Tied to either
eX1st1ng or unlque pieces of leglslatlon, this approach has
p;OVlded Georgetown Un1vers1ty W1th a new energy generatlng
plant, Tufts Un1vers1ty with a School of Goyernment,

Syracuse University with a new stadlum, and Rensselaer.

" Polytechnic Instltute w1th a new technology center.

]

€y

Desplte clalms of "pork-barrel" leglslatlon from

envious institutions the progect; vAre fundamentally sound.
They fit either within existing pzograms or could be

-defended as sources of economlc development Through

extens1ve lobbylng efforts based on a well—prepared program,
legislators were conV1nced by combined efforts of campus
admlnlstrators, trustees, ‘and: local buS1ness executlves to
fund projects. ThlS coordlnated effort resulted in a New.

York State program to fund a network of technology centers.
4
Other states are considering similar legislation.
; _ a— p

]

r~ R

Fundlng from government sources serves ‘renewal and

replacement needs with new'facilities, replaC1ng obsolete

3

buildings and equlpment, or renovatlons of ex1st1qg

buildings. Imaglnatlve-prOposals for government

appropriations or grants can be conceived, even.in the

28
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~absence of precedents, and 1ntroduced as leglslatlon with

the dlllgent effort of staff trustees and friends.

T e . . . ) ) T e e \‘\ - -

) S— i t

The folIOW1ng is a summary/of recommendatlons for

government sources of renewal - and replacement~£undlngﬁ‘k_ﬁ____
. Existing Leglslatlon. Thorough review of %ederaT"”’#

~and state programs to match proposed projects.

Interviews with agencies in person to introduce
. N T '

the institution/and.obtain facts on current

funding._ ?
. Publications. Regularly review Federal Register,
) higher educationp newsletters, and proprietary f T

publications for facility program announcements.

. Spec1al Jegislation; Formulate programs which can

gbe rev1ewed Wlth area leglslators for possible
federal or state grants or approprlatlons. \ .

Lobby;ng in. coordination W1th trustees, alumni - and

v r" r l’ 2

Tfrlends for pr03ects Wthh match state government
‘ ! Ny ey e

';leglslatlve programs. - - L

.«  Economic Deve10pment. Lobby for new legislation‘_—

*2 " ~which bullds on institutions prestlge in strengths
’or'academlc programs. Seek constructlon funding

to_conﬁert or remodel space which can accommodate"
proposals which foster local_or regional economic

benefit.

N




Debt Finanoiqg

. Entry into.debt financing for funding capital renewal
and replacehent must be measured cautiously against
institutional~§olicies-before considering external borrowing
’or issuance of bonds. Borrowing for building
self-amort1Z1ng pro;ects such as residence halls or athletic
fac1llt1es is a common practice, usually made flnan01ally
feasible by heavlly subs}dized interest rates.

F1nan01ng projects’ Wlth borrOW1ngs at.or rear
’ market rates requlres careful analysls before
collaterallzlng eX1st1ng -assets andmpledglng future revenues |
Ato repay debt._ Careful observatlon of trends is essentlal
because fluctuations in interest may open or foreclose'debt.
”finanoiug possibilities during'midstream of capital

budgetihg., | ‘ . 'ﬂ . - _ ' ‘

. | Debt financingﬁln the open market without benefit

of 1nterest sub31d1es should only be resorted to when °
o

COndlthnS have reached emergency levels and all other

possible sources have been exhausted. When an institution
has reached this point of liquidity it ls'facing.the most
dire fiscal crisis..

Possibilities for long-term low interest loans -
exist through current federal College Housing Loan Programs.

Although very competitive, many institutions'have funded

>

30
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DI . renewal and replacement and achieved significant energy
_savings through this Program."Agencies in'several states
also offer debt financing.through issuances of bonds which
‘offer tax-free income to note holders. Attractive rates of

Tt

- return for these offerings place them in a favorable (

' pos1tlon as a source of borrOW1ngs for an 1nst1tut10n. In
some states higher educatlon quallfles for 1ndustr1al
development or slmllar forms-of bondlng. The same caveat-
applies for all of\these stateW1de agenc1es and authorltles

borrOW1ng sources: a repayment plan based on‘antlclpated

revenues or externally raised funds must be firmly in place.

/

Creative debt financing, with the.f ~ ith and
credit of state governmemt and aocompanied.' subsidies of
interest rates, can be Supported on-several grounds; The

dcontribution'to\;égional eoonomic development falls in line
with the intent :é\industrial development revenue bonds.,
'Slmllarly, prOVlSlon of special. services ranglng from health
serV1ces to job retralnlng can fit with the purposes of
spec1f1c leglslatlon. Lobbylng efforts can support other

equally valid programs for the creation of debt flnanc1ng

\J

technlques which beneflt b;qser educatlon renewal and

.

replacement needs.

\ . . . L -

The following are recommendations for debt

financing through government sources:
] .

31
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. Existing Federal and’State Programs. Thorough
review of federar programs which Specifioally
offer'long—term'loW‘interest loans for facility

1mprovements.

. Industrlal Revenue Bonds. Examine already

avallable precedents .already for use by hlgher
education. Interpret bonding practlces with
favorabie'rates_and subsxdles.for preV1ously‘
untapped funding sonrces}

. _StateW1de Agenc1es and Authorities. EXplore'the

avallablllty of eX1st1ng sources and support

adequate bondlng capaC1t1es for dormant agenC1es.

. Creative Debt FlnanC1ng Lobby for generlc or -

tategorlcal program debt flnan01ng for hlgher
'educatlon at subS1dlzed 1nterest rates
1mp;ement1ng leglslatlve‘mandateSu ' Academic
activities fulfilling social and economic goals,
~can .be tlie basis.of_new'government debt ﬁinancing-

v

programs.

4

L=}

Conver51on of Assets'

Yale Unlver51ty recently made natlonal headllnes
by selllng 1ts "Brasher Doubloon" for $675 000 and Syracuse1
UnlverS1ty sold an S. F. B. Morse palntlng for $3 2 mllllon.
Other 1ndependent 1nst1tutlons have quietly disposed of |
bulldlngs or donated items, sold real estate,aor auctloned

'

off surplus furniture and equlpment. ConverS1on of assets
o , Y
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provides a fresh source of unfestricted funds for discre-
tionary use by campus administration. With appropriate

safeguatdS'fbr gift restrictions, they can contribute to

. funds " for renewal and replacemént.

Guiding the process of divesting assets is the

baiic_criteria of whether or not an item is essential to the

mission of an institution. This rule can guide decisions in

' ,sale'of art wOrks,.equipment, or property. .Painful as it

may be,.inventbry reduction should be conéidefed as a means
of getting rid of. expensive problems, and learning how to

live with less.

Innovative Techniques L

’

.Undeveloped land'ahd tax aepreéiatién are two
éésets,generally”common;to‘higher.eduéation but not directly
available to;their advantage. Thrbugh thé uSéTdfrinnovgtive
techniqués these,aséets’can &reatedan income source for

1

capital renewal and repiacement.

*

- Land Development. Land often acquired for long term growth

.

' development. By working as a developer, or:merély as the
lease land-holder, an institutiog(can benefit from

- converting a dormant asset to a revenue producing asset with
-t : _ & : €

little or no cash investment, A leasing arrangement to -

private investors a4voids tying-up institutional capital and

33
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can_provide.leaseypayments and possible'reversion of
improvements té the .institution after'a_set-period_of time.
Rk The technique is not new. Projects in urban
locations for single_or mixed use, including an
institution's programs, have'served as revenue sources for'
decades., Columbia Universltg has benefitted from land’- : . T‘
leases to Rockefeller Center; Stanford, Princeton, Harvard '
'the UniverSity of Chicago, George Washington UniverSity, and

other 1nstitutions have used this method for: many years.

The models of Stanford, and the North Carolina Research

Triangle Park’, Princeton and-the UniverSity of Utah

illustrate initiatives which attracted-research and

manufacturing companies to nearby campus owned land.
Corporations often avail themselves of faculty, students,
computing centers, libraries and laboratories in a phySical
environment that values the corporate presence and surrounds_

it with a‘supportive, organized andpesthetically pleasing ‘
fenvironment,-‘BYfproductsAfor the\institutions.were : ' o
-opportunities for faculty consulting andlemployment for

fgraduates sponsored research, gifts,:and revenues from land -

L development. The'local!economies also benefitted from

-~ .

increased employment and “tax revenues.

institytions with land in urban areas or at a

.critical location for industrial,'commercial, or housing
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: | uses will find that their futurelgrowth needs can be
| protected while they-enjoy a fresh source of_income and
-possible future ownership of the facilities.
' When entering. into land development or lease back
opportunities a college or~universityAshould'seek sound
.legal and financial advice. This may be avallable from
v knowledgeable board members or outside guldance may havevto
be retained. "A master plan Wth land development guldellnes
should be in place and the 1nst1tutlon carefully determine

its own direct and 1nd1rect costs as a partner in a

_development project.

'Tax"Benefits.' A second:innovative technique is the

conversion of tax depre01atlon beneflts for private
'~:1nvestors Wthh are indirectly avallable to tax—exempt

institutions.,-Thlslrepresents an alternatlve.to traditional

fund raising as an external source of fundlng for renewal

and replacement. These beneflts are attractlve to .

investors, particularly.under the Economy. Recovery Act of

1981 which allows the investment tax credit for
rehabilitated building to be claimed~by"the owner even if
- the building is leased to a tax—-exempt organization. ' 2 J

ty

In such an arrangement, an old campus bulldlng is
sold to a group of alumni or other investors. The group

makes needed 1mprovements and beneths from the tax credlts




vwhile ieasing back the building to the_institutiohlat a
favorable rate. At some later date the group may even
donate the buildrh;ﬁto the institution for a further tax
'beneflt ~In Such a sale/leaseback transaction,'the |
after tax net cost of-the rehabllltatlon can be

substanc1ally lower than it’ ‘'would be if .the 1ﬁst1tut10n were

to raise the funds in a tradltlonal fund ra1S1ng campalgn.

,An'alternativehto the investment tax credit
approach.is the use of tax exempt.bonds issuedzby an
orgahization chartered for the purposeloflacquirihg'
buildings and/or equlpment and leasing it back to an’
’lnStltuthD. By creatively structurlng an opportunltyufor,/'
,investors an institution can lease a facility or.equipmeut-
funded privately. In exchange for the taxlexempt bonds |
investors provide initial financing-and receive'lease L
payments. Reversion of,the investment to.the-ihstitution isi"

a standard featyre of this method of creative financing.

-

The Colorado State University Research Fourdation
1s an example of creatlvely organlzlng a source to meet” an

institution' s needs through deprec1atlon benefits. In

o
d‘

addltlon to prOV1d1ng new bulldlngs in ¥ t' years the
Y e

Foundatloh recently offered a’

L

i'nd issue for over $9 million
+0Q purchase a campus telecommunlcatlons system. The
proposed sale of Bennlngton College's entire campus to

invesgors comblnes the features of tax beneflts and
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lease-back to provide new sources of revenue. However, this

controversial form of arrangement is under. close scrutiny by

-

Congress and soon may be terminated.

A Footnote

Renovation of older campus buildings is-a process

filled With risk involv1ng the entire campus community The
¢ idea is a simple one, the process complex._ The need may ‘be
readily apparent, the‘execution_challenging. A derelict.

' bd!lding, or one on the verqe of abandonment. because of

‘structural or code problems must have,a purpose for its

L preservation. With this clearly in mind, the cautious steps‘
of feaSibility of restoration, planning the progect, and
.funding must ‘be- taken boldly and With confidenoe.
Renovation of older caimpus buildfhgs focuses. on a
basic question: is the proposed project worth undertaking°
To.answer.this;question the;goyerning.board and campus |
'adminiStrators will"have to thoroughly examine the program

needs of the institution, as well as the feasibility of the

, . | . L ‘ : o
project. The final decision hinges'on whether a renovated

structure will satisfy academic“reqdirements'for the. C -

‘building for a projected ‘additional life of 50 to 75 years.
[

One element in the decision to renovate' is campus -

. . s . L'P‘V

and community attitudes toward a structure. ‘Other

P

considerations include the cost of renovation and the

;s o 3%
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~ problem of loss of space during construction. Among-
questions to be asked are:  What levels of renovation are
possible? Can work be-phased to allow use during
renovation? . Can equivalent funds be spent 'more wisely to
rehabilitate other space? And finally, can the'proposed
academic and other institutional n&eds be better
accommodated with complete replacement of . the ‘existing

bulldlng? In some cases, one ‘must welgh the advantages of
’ R

_renewing an existing strqcture‘even at premium costsi

! - Apart from.the question of historic; architectural‘
or sentimental value; the renewal or replacement dec151on
1nvolves a host. of practlcal con31deratlons- Can the older
bullclng-really be saved by renewal? Can flnanC1al support
" be attracted for a renewal rather‘than a replacement? Will
the results of buildingirenewal_beffunctlonally and
esthetically‘succeSSful?

In recent years,imanylcolleges and universitieS'

have reevaluated their older structures for purposes of N

" historic preservatlon. Examples of successful retention4of
a bulldlng s original exterlor enc1051ng complete
replacement of ‘its interior can be found at Harvard,
Stanford, Cornell.and Syracuse'Universities. Unfortunately,
there’are also-examples of ill-conceived attempts to retain
the character'of an original facade and of reusing parts of

" a building in a new structure.

38
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To auoid hasty decisions each building should be
evaluated individually, without nreconceived solutions. A
thorough appraisal of costs and benefits is necessary before”
embarking on a renewal project. SpeClal care should be

taken for a building representing an example of a certain%
architecturalistyle or construction technique; representa-

tive work of a distinguished architect, in harmony With

adjacent building or a unique deSign With pleaSing ‘

proportions.
The last category demands speoial.care; There,are'
neriodS'in the life of a building when its dmsign_is no
longer faShionable, followed sometime‘later by a renewed
appreCiation of its beauty Victorian architecturevis an
example of a style which‘is now gaining appreciation for its
robust forms, warmth of materials, and ornate decoration
-after a long period of neglect. “
‘}n judging a proposal for renewal of a building,
consider the potentialtadvantages: |
- Does it help provide'a_visual history of'the
_institution"and continuity with the past?
. Does it contribute to a sense of performance?
o . 'Is.there a harmony with adjaecent buildings, ;
providing a design unity for the campus’>
. Will it attract continued support from the
donors of the original building, and will.its

preservation help attract other domors?

' : 3() 5
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Disadvantages must also be considered-

| . Interior spaces, equlpment or teachlng methods
of a prev1ous era may not readlly accommodate
present and future requirements. |

. The upgrading of.olaer buildinés with new
.hechanioal and electrical systems, however a
necessary, provides ;}ttle visible improvement.
This drawhack may induce additional podifioations
‘not necessarily warranted for intended fnnctional

.

improvements. _
. The buiiding being‘considered for renewal may
actually have no redeemlng features other than its:.

age and should be demollshed or substantlally

g o "altered. N , o : \

Don't underestlmate the time 1nvolved to complete

the pro;ects or 1ts costs.. The lack of dorumentatlon

' usually avallable requlres detalled 1nvestlgatron to

determlne existing condltlons. This in- turn will determlne

EY

the poss1b111t1es for reuse, and methods of constructlon.

Surprises will occur as part of the institution's history is

discovered;-so-will.the costs provide enlightment as

.compliance with safety and building codes and handicapped

accessibility are incorporated into plans..

Incidental to overall costé is the relocation of

activities being .displaced. New quarters_may-have to be

40
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.
>

permanentlv secured or temporary accommodatlons proV1ded

- . Moving costa, renovatlons, or rentals are direct costs-
staff time and reduction of revenuesfare often overlooked
indirect costs. All of these costs and relocation planning

are inherent in the overall renovation project.

In 1964, on the eve of. the great growth period ‘for

higher educatlon, the Educational Fac111t1es Laboratorles

1

offered advice on renewal and replacement that stands

todayt4 )
' }
...colleges would do well to look tw1ce at their

old bulldlngs before dec1d1ng to tear them down.

-
o

To spare the wrecker's axe may,be to spare the

budget. A good rule of £ Wb @ay,be,so renovate

if the builing is where it belongs, is

structurally qsd, and possesses beauty, however

ancient. If the

1f its interiors are practxcally unchangeable, if

uilding»is-in the wrong place, -

it is ugly, abandon it."

\"

Bricks and Mortarboards. Educational Facilities
vLaboratories,.New York, NY 1946 (Pl161)
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